STATE OF MAI NE
PUBLI C UTI LI TI ES COW SSI ON Docket No. 97-519

August 19, 1997

PUBLI C UTI LI TIES COW SSI ON NOTI CE OF | NQUI RY
Inquiry into Terns and Conditions

for Standard-Ofer Service and

t he Sel ection of Standard-Ofer

Provi ders

VELCH, Chairnman; NUGENT and HUNT, Commi ssioners

l. SUMMARY

In this notice, we initiate an inquiry to obtain information
on terns and conditions to govern standard-offer service and on
processes to sel ect standard-offer providers.

11. BACKGROUND

On May 29, 1997, the Governor signed into law “An Act to
Restructure the State's Electric Industry” (Act). P.L. 1997,
ch. 316. The Act directs the Comm ssion to adopt rul es
establishing terns and conditions for standard-offer service in
the state, and establishing a nethodol ogy for selecting
standard-offer providers. See 35-A MR S. A 8 3213(1) and (2).1!
A copy of Section 3212 is attached to this Notice.

The Act provides all Miine electricity consuners with the
right to purchase generation services directly fromconpetitive
provi ders begi nning on March 1, 2000. Standard-offer service
will be available to all custoners, and thus ensure that service
is available to those who do not choose a conpetitive generation
provi der or who cannot obtain power fromthe market at reasonable
terms. Standard-offer service will also give consuners tine to
adapt to restructuring. Standard-offer service nust remain
available to all electricity consuners until March 1, 2005. The
Comm ssi on nust determ ne, by June 30, 2004, whether the
continued availability of standard-offer service is in the public
i nterest.

The Comm ssion will adm nister the bidding process and
sel ect the standard-offer provider(s) for each transm ssion and
distribution (T&D) utility s service area by July 1, 1999.

YAl references inthis Inquiry to 35-A MR S. A refer to
sections that will becone effective on Septenber 19, 1997.
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I11. ISSUES FOR COMMENT

W invite interested persons to comment on the follow ng
i ssues, and on any additional issues the Conm ssion should
address in this proceedi ng.

A. Terns and Conditions for Standard-Ofer Service

The Act requires the Conm ssion to adopt rules that
establish ternms and conditions for standard-offer service.
35-A MR S. A 8§ 3212(1). To informthis effort, we ask parties
to respond to the follow ng questions. |In addition, parties may
coment generally on the content and scope of standard-offer
terms and conditions, or on any issue relevant to standard-offer
service terns and conditions not covered in response to the
gquesti ons.

1. Pl ease provide an outline of terns and conditions
that the conmmenter reconmends govern the provision of
standard-offer service. |Include a brief description of each
provision and explain its purpose. Include terns and conditions
in, at least, the follow ng areas:

a. entry and exit restrictions;
b. definition, tracking and enforcenent of

standard-of fer providers’ obligations, and
provisions to ensure the recovery and

al l ocation of costs of electric service if
standard-offer providers fail to neet

obl i gati ons;

C. credit, collection, and di sconnection
provi si ons; and

d. metering and billing.

2. Pl ease outline a set of provisions governing
standard-offer entry and exit that would sinultaneously:
(1) allow adequate flexibility so custonmers could experinment with
the market; and (2) mnimze m suse of the standard offer, e.g.,
by strategic entry/exit as market prices fluctuate.

3. Shoul d there be one or nore than one category(ies)
of standard-offer service? Should there be one form of
standard-of fer service for custoners who (for whatever reason)
decide not to buy froma conpetitive energy service provider
after March 1, 2000, and another for customers who choose a
conpetitive provider but then (again, for whatever reason) return
to standard-offer service? Should that distinction be permanent
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(1.e., noreturn to “basic standard-offer service), or should
returning custonmers be allowed re-entry to basic service after a
specified period of tine or after certain characteristics have
been attained? Please be specific.

4. Shoul d a m ni num subscri ption period(s) apply to
custoners taking standard-offer service? Should the m ninmum
period be one nonth, i.e., correspond to billing cycle, or should

it be longer, e.g., six nonths, one year? What differences in

m ni mum periods (if any) should apply to different custonmer types
and why? For exanple, should |large industrial custoners have a
di fferent m ni num period requirenent than residential custoners?

5. What differences (if any) should apply to
custoners that have options other than the standard offer versus
custoners w thout options? Explain (e.g., poor credit history)
the basis for each such difference.

6. Qutline and briefly describe the provisions and
processes necessary to notify standard-offer provider(s) when
custoners enter or exit under specific circunstances. |Indicate

who should be liable to notify the standard-offer provider in
each circunstance and why.

a. voluntarily exit fromthe standard offer to
enter the conpetitive generation market;

b. voluntarily enter, or enter by default, to
the standard of fer when custoners term nate
purchases from conpetitive generation
provi ders;

C. involuntarily enter or, enter by default, to
the standard offer when a conpetitive
generation provider termnates or fails to
provi de service;

d. entry to or exit fromthe T&D service
territory.
7. Pl ease outline and describe provisions (if any)

that would require a contract or other formof witten agreenent
bet ween the standard-offer provider(s) and the T& utility in
whose territory they serve. Please outline and describe
provisions (if any) that would require a contract or witten
agreenent between the standard-offer provider(s) and any ot her
entity.

8. How shoul d the standard-offer providers’
obligation to serve be defined? For exanple, should the
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obligation be “all requirenents” in nature, defined by a
specified kWor kWh level, or in sonme other way? |[|f not “al
requi renents,” how could the Conm ssion ensure that the
responsibility and ri sk associated with matching standard-offer
supply and denmand reside with the standard-offer providers?

9. Pl ease outline and describe rules the Conm ssion
shoul d establish to protect consunmers froma provider’s failure
to neet its service obligation. Should sonme or all of the
licensing requirenments of 35-A MR S. A 8§ 3203 apply to
standard-offer providers? Please identify those that should
apply, those that should not, and explain why. Should the
Comm ssion require standard-offer service providers to be bonded?
Pl ease identify and descri be any requirenents that should apply
to standard-offer providers in addition to those applicable to
ot her conpetitive providers. Describe penalty nechanisnms (if
any) that should apply to failure to neet standard-offer service
obl i gati ons.

10. Provide an outline of ternms and conditions to
govern rate design of standard-offer service. |Include a brief
description of each provision and explain its purpose.

11. If a standard-offer bidding process gave potenti al
providers the flexibility to propose various rate design
approaches in their bids, what standards, at m ninum ought to be
set by rule? For exanple, nust the standard-offer be:

a. geogr aphi cal |y aver aged;
b. vol tage di fferenti at ed;
C. identical for all custoners wthin a given

T&D utility custoner class;
d. nmeasur abl e by the T&D service neter?

12. Should a standard offer provider be allowed to
offer nore than one rate structure within a given custoner class?
How many custoner classes ought to be bid upon? WII people bid
nore aggressively with one pattern of custoner class than
anot her ?

13. Should any traditional electric rate design
principles apply to standard-offer service? Please provide a
short explanation for your rationale. For exanple, should
standard-offer rates be designed to:

a. encour age econom ¢ efficiency;
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b. be equitabl e;

C. be sinpl e;

d. mrror existing rates;
e. be stabl e;
f. be predictable?

14. To what extent should the Conm ssion require that
standard-offer rates reflect the cost of providing standard-offer
service. |If costs are reflected, identify and describe the
rel evant costs and how t hey woul d be neasured.

15. Should there be terns and conditions that require
standard offer rates to be differentiated by season and/ or
tinme-of-day? If so, why would requiring this by rule be
preferable to allowing providers flexibility in this respect? |If
terms and conditions require seasonal and/or tine-of-day
differentiation, how should the Conm ssion determ ne appropriate
seasonal and/or diurnal rate periods and differential s?

16. Should terns and conditions require that rates
and/or rate structures vary anong custoner classes, or should
bi dders have flexibility in this regard? If terns and conditions
require any variation, explain why it is necessary or desirable.

17. Should terns and conditions require that
st andard-of fer custoner classes be parallel, or be identical to,
T&D custonmer classes? |If not parallel to T&D cl asses, what
factors woul d di stinguish and group standard-offer custoners?
(e.g., custoner type, end-use, voltage |evel, maxi num demand,
energy consunption, entry/exit pattern)?

18. In discussing questions 14-16, please discuss the
effects of terns and conditions that allow greater or |esser
flexibility for rate design by bidders in eval uating
st andard-of fer provider’s bids.

19. Should there be terns and conditions that require
standard-offer rates to be capped and/or indexed? If so, please
identify and briefly describe the provisions the Conm ssion
shoul d i nclude, and the purpose of each provision. Should the
Comm ssion establish terms and conditions that would require
standard-offer rates to resenble retail rates in effect prior to
restructuring? |If so, please identify and descri be each such
termcondition and its purpose.
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20. Please identify and briefly describe the rules
that should apply to standard-offer service for credit,
coll ection and di sconnection matters. Should the Comm ssion
apply Chapters 81, 86 and 87 of its rules to standard-offer
provi ders? Please identify in what respects (if any) rules for
standard-of fer service should differ fromthose for T&D service
and expl ai n why.

21. Should the Comm ssion all ow standard-offer
providers to require deposits fromcustoners as a neans of
establishing credit? Are the regulations (Chapter 81 and 87)
that currently govern deposit requirenents, anounts and
procedures for electric utilities reasonabl e?

22. Should the Comm ssion allow a standard-offer
provider to deny entry or discontinue service to a custoner? |f
yes, please identify under what circunstances. Qutline any
procedures or steps that should precede service denial or
di scontinuation. Are the current rules governing di sconnection
(Chapters 81 and 86) reasonabl e?

23. Shoul d standard-offer service be netered and
billed in conbination with T&D service by the T& utility? What
i nformati on about the standard-offer (e.g., rates, identity of
provider(s)) should the T& utility list separately on its bill?
| f standard-offer service is netered separately, identify and
describe all neasurenment standards (e.g., definition of demand,
ti me-of -use periods) that the Conm ssion should establish by rule
and explain why the Conm ssion should establish them

B. Mechani sm for Sel ection of Standard-Ofer Service
Pr ovi der s

The Act at 35-A MR S. A 8 3212(2) requires the
Comm ssion to establish a nmethod for structuring the bid process
for selecting standard-offer providers. The Conm ssion nust
consi der methods that would pronmote nultiple providers in each
T&D service area, provided that this practice would not result in
any significant adverse inpacts on the rates paid by consuners.
To informthis effort, we ask parties to respond to the foll ow ng
guestions. In addition, parties nmay comrent generally on the
content and scope of standard offer bidding rules, or on any
rel evant issue not covered in response to the questions.

1. Pl ease provide an outline of rules that should
govern the bidding and sel ection processes for standard-offer
service. Include a short description of each provision and an

expl anation of its purpose.
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2. List all types, and describe the associ ated
specificity level, of custonmer credit data the T& utility should
provide to standard-offer providers who are considering the
subm ssion of a bid. To what extent should the Comm ssion ensure
the accuracy of this information and how can this be done? How
shoul d the cost of providing this data be determ ned and
recovered?

3. List all types, and descri be associ ated
specificity |level, of custoner usage data the T& utility should
provide to bidders (e.g., demand, consunption, tine-of-use, tinme
of coincident and non-coi nci dent peaks, nunber of custoner,
vol tage level). How should the accuracy of the information be
ensured? How current should the data be? Should the T& utility
provi de forecast or historic data, or both? How should the cost
of providing customer usage data be determ ned and recovered?

4. Pl ease identify and descri be provisions to protect
i ndi vidual custoners’ confidentiality with respect to the
i nformati on provi ded to bidders.

5. Pl ease identify and descri be provisions the
Comm ssi on should establish by rule to ensure that all bidders
have equal access to custoner credit and usage information a T&D
utility provides. Please identify and describe provisions that
woul d ensure a conpetitive electricity provider affiliated with a
T&D utility has no greater access to relevant information.

6. Shoul d the rul es governing provision of credit and
usage data be the sanme for all T& utilities, or are different
rules appropriate for, e.g., 10Us vs. COUs? If different rules
are appropriate, please identify and describe in what respects
t hey should differ, and expl ai n why.

7. What factors should the Conm ssion consider in
determ ning the maxi mum duration of termfor a standard-offer
bid? Should the Comm ssion also set a m ni mnum st andard-offer
duration? |If so, what factors are relevant? |If there are
mul tiple providers wwthin a T& service territory, should the
Comm ssion require their service duration terns to be coinci dent
or may they vary, and why?

8. VWhat is the m ninum service duration term and
why? What maxi num and why?

9. | dentify and descri be provisions to nonitor and
ensure that a marketing affiliate of a T& utility conplies with
the 20% cap set by 35-A MR S. A 8§ 3212(2)(c). Please also
descri be how these rules woul d be enforced.
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10. The Commi ssion mnmust adopt rules to consider
“methods to ensure, to the extent possible, at |east three
provi ders of standard-offer service in each T& utility service
territory, as long as the nethod does not result in any
significant adverse inpacts on rates paid by consuners.”
35-A MR S. A 8§ 3212(2). Please identify and descri be any
provi sions the Conm ssion should consider to conply with this
requi renent. How should the Conm ssion define “significant
adverse inmpacts”?

11. If nore than one standard-offer provider serves in
a T&D service territory, how woul d each one’s obligation be
defi ned? Please comment specifically on whether a provider’s
obligation could be defined as “all requirenents” for a
percent age of actual standard-offer | oad.

12. If nore than one standard-offer provider serves in
a T&D service territory, should providers’ service be pooled, or
shoul d providers be assigned particular: custoner classes?
geographic areas? load? Qher? Please explain how any
assi gnnent approach (as opposed to pooling) would be inplenented
and why it is desirable. |f service should not be pool ed, please
explain the basis for, and benefits of, a system wherein
custonmers within a T&D service territory would pay different
rates under the standard offer.

I nterested persons may participate in this inquiry by filing
a letter stating their interest in this proceeding no |ater than
August 29, 1997. The letter should be addressed to Dennis L.
Keschl, Adm nistrative Director and include the docket nunber,
Docket No. 97-519. The Conmi ssion will then issue a service
l[ist. Al subsequent filings nust be served to all interested
parties on the service list. Interested persons nay file
substantive coments by Septenber 8, 1997. W wll convene a
nmeeting wth parties on Wednesday, Septenber 17, 1997 to di scuss
the coments received. We will initiate a formal rul emaking
before Cctober 1, 1997.

Accordi ngly, we

ORDER
1. That an inquiry shall be opened as described in the
body of this Notice;
2. That this Notice shall be sent to all electric

utilities in the State of M ne;

3. That this Notice shall be sent to the service |ist of
el ectric restructuring, Docket No. 95-462;
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4. That this Notice shall be sent to all consumer groups
who participated in Docket No. 97-429;

5. That this Notice shall be sent to the service |lists of
Docket No. 92-345:; Docket No. 95-052: Docket No. 97-116; and

6. That this Notice of inquiry will also be posted on the
Comm ssion’s website, http://ww state. ne.us/npuc

Dat ed at Augusta, Maine this 18th day of August, 1997.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COW SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt



